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debt, and interest charges imposed a substantial toll on
depleted tax receipts. In the sanguine era of expansion,
agriculture had become highly capitalized, and the farmers
faced by smaller sales and lower prices struggled under a
load of fixed interest, while the rapid growth of economic
nationalism throughout the world, even to some extent in
England itself, menaced their future and modified their
conservatism. The mass unemployment increased the drain
upon the public treasury, and relief by the conventional
methods of retrenchment undermined the social services
won in previous decades. Through the Arbitration Court
wages were cut in the public service and in private industry.
In 1931 the compulsory element in the awards of the
Arbitration Court was eliminated in order to make wages
more elastic in a downward direction. The pressure of
the government upon the banks resulted in lower discount
rates, while in 1933 interest on the public debt was reduced
by compulsory conversion. Rents and interest rates on
mortgages were also reduced.
Deflation bred wide discontent, especially among workers
and farmers, which in the autumn of 1935 brought to power
the Labour party, whose victory resembled in its significant
influence upon policy the triumph of the Liberals in 1891,
and like the latter event was made possible by a temporary
alliance of small farmers with labour. The farmers were
invited to embrace the doctrines of Social Credit, which in
the same period was capturing the rural electorate of Alberta.
But in these times of adversity they revived their radical
tradition of collaborating with labour, although the doctrines
of social credit were not entirely forgotten. State controls
bolder than any previously attempted were now created.
The new Government discarded the deflation of costs,
turned zealously to schemes of creating purchasing power
by government control, and proceeded to achieve more
equal distribution of, the national income. It extended
social services, promoted the rise of wages, undertook public
works, stimulated industry through the tariff and loans,
bolstered agriculture through new devices in marketing,
prescribed a credit policy adjusted to all the other economic